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TAGS: ECON, ELAB, EAGR, PO 
SUB J : ECONOMIC DEVELOPMENTS 

SUMMARY: CONTINUING CONCERN OVER THE BALANCE OF PAYMENTS 
DEFICIT AND FURTHER LABOR TROUBLES HAVE MAINTAINED PRESSURE 
ON THE GOP. OFFICIAL STATISTICS SHOW REAL WAGES IN SOME 
SECTORS HAVE FALLEN TO 1968 LEVELS. SOME 450 WORKERS AT 
PAO DE ACCUCAR SUPERMARKETS WERE LAID OFF AS PART OF THE DE- 
CISION TO END GOP INTERVENTION IN THE COMPANY. RETURNEES FROM 
EX-COLONIES REMAINING IN HOTELS. 
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WITH THE EXCEPTION OF INVALIDS, THE AGED AND OTHER SPECIAL 
CASES, HAVE BEEN ORDERED TO VACATE. ON THE POSITIVE, SIDE, 
TOURISM RECEIPTS SHOW A SHARP INCREASE AND TWO PORTUGUESE 
COMPANIES. HAVE SIGNED THE LARGEST CONTRACT IN THEIR HISTORY. 
END SUMMARY. 

1 . BOP: AS REPORTED IN LISBON 7516 AND LISBON 7569, THE BALANCE 
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OF PAYMENTS DEFICIT CONTINUES TO LOOM AS PORTUGAL'S 
MOST SERIOUS ECONOMIC PROBLEM. CONCERNS ABOUT INFLATION, 
WEAKENING INDUSTRIAL ORDERS AND OCCASIONAL SHORTAGES 
PROVOKE QUESTIONS AS TO WHAT DEGREE OF AUSTERITY, WHAT 
COMBINATION OF MEASURES, WHAT WILL BE THE FORMULA TO 
CURE PORTUGAL'S ECONOMIC ILLS. SOME OBSERVERS FEAR 
THAT THE FORMULA MAY NOT BE FOUND. 

2. LABOR: LABOR DIFFICULTIES ON MADEIRA AND AT LISNAVE HAVE BEEN 
RESOLVED, AT LEAST TEMPORARILY. THE HOTEL STRIKE ON MADEIRA 
ENDED WITHOUT RESOLVING BASIC DISPUTES, OPEINING THE 
POSSIBILITY OF ANOTHER STRIKE DURING THE LUCRATIVE 
CHRISTMAS/NEW YEAR TOURIST SEASON. AT LISNAVE, THE 
COMPANY'S SHAREHOLDERS RE-ELECTED JOSE MANUEL DE MELLO AS 
PRESIDENT. THIS ACTION IS UNLIKELY TO PROVOKE FURTHER 

LABOR DISRUPTIONS (THERE WAS A 2 HOUR STRIKE SEPTEMBER 28) 
DESPITE PCP PROPAGNADA TO THE CONTRARY (SEE LISBON 7507 
AND 7572). 

3. WAGES: ACCORDING TO GOP STATISTICS, REAL WAGES FOR WORKERS 
IN THE LISBON INDUSTRIAL AND TRANSPORT SECTORS HAVE 
FALLEN TO LEVELS APPROACHING THOSE OF 1968. THESE DATA, 

WHICH PROBABLY DO NOT EMCOMPASS ALL FRINGE BENEFITS, 
APPARENTLY TEND TO EXAGGERATE THE DECLINE. EMBASSY 
BELIEVES REAL WAGES FOR MOST SECTORS ARE PROBABLY DOWN 

TO LEVELS OF 1971 AND 1972. 
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4. DENATIONALIZATION: ON SEPTEMBER 2 1 , THE COUNCIL OF 
MVINISTERS DECIDED TO END GOVERNMENT INTERVENTION IN 
PAO-DE-ACUCAR AND TO LAY OFF SOME 450 WORKERS. THE WORKERS 
WILL RECEIVE UNEMPLOYMENT BENEFITS AND WILL BE THE FIRST TO BE 
REHIRED, HOPEFULLY WITHIN A YEAR, IF THE COMPANY'S ECONOMIC 
SITUATION IMPROVES. 

5. REFUGEES: SOME 20,000 RETURNEES FROM FORMER PORTUGUESE 
COLONIES STILL LIVING IN HOTELS AT GOVERNMENT EXPENSE ARE TO 
BE REMOVED. 3,000 INDIVIDUALS SUCH AS INVALIDS AND THE 

AGED ARE EXEMPT FROM THE REMOVAL ORDER. THEIR CASES WILL BE 
REVIEWED ONE BY ONE. AS LATE AS APRIL 1977, ABOUT 55,000 
RETURNEES WERE IN HOTELS. 
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6. TOURISM: TOURISM HAS SHOWN A DRAMATIC IMPROVEMENT. IN 
AUGUST. 465,000 TOURISTS ARRIVED IN PORTUGAL, AN INCREASE OF 
37 PER OVER AUGUST, 1976. FOR THE 8 MONTH PERIOD- 

JANU ARY- AUGUST, 1977 THE TOTAL FIGURE WAS 2,026,000, AN 
INCREASE OF ABOUT 38 PER. LAND AND AIR TOURSIT ENTRIES ROSE BY 
46 AND 51 PER CENT RESPECTIVELY, WHILE SEA ENTRIES DECLINED 
ABOUT PER. AN INFORMAL EMBASSY SURVEY OF LOCAL HOTELS ON 
SEPTEMBER 29 REVEALED THAT MANY WERE OVER 95 PER FULL DUE 
LARGELY TO CONVENTION BOOKINGS AND INCREASED AMERICAN GROUP 
TOURS. 
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7. EQUIPMENT ORDER: ON SEPTEMBER 20 CP AND SOREFAME SIGNED THE 
LARGEST CONTRACT EVER BETWEEN PORTUGUESE COMPANIES, A TOTAL OF 
$250 MILLION PROVIDING FOR THE CONSTRUCTION OF SOME 515 

PIECES OF RAILROAD EQUIPMENT BY 1982. THE ORDER IS 
EXPECTED TO SATISFY 80 PER OF CP'S MEDIUM-TERM NEEDS THROUGH 
1979. ABOUT 65 PER OF THE CONTRACT, SOME $163 MILLION, WILL 
BE MANUFACTURED BY PORTUGUESE FIRMS AND FINANCED BY THE 
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PORTUGUESE NATIONAL BANK. THE REMAINING 35 PER OR $87 MILLION 
WILL BE MANUFACTURED ON CREDIT BY THE FRENCH FIRM ALSTO, 

AN ASSOCIATE OF SOREFAME. 

8. ESCUDO RATE: THE DOLLAR BUY RATE FOR THE ESCUDO WAS AT P.E. 

40.734 ON FRIDAY, SEPTEMBER 30, AND HAS EXHIBITED LITTLE MOVE- 
MENT OVER THE PAST TWO WEEKS. 

CARLUCCI 
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